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Abstract 
Early 1990s, the Russian finance system started to integrate with the global finance system. The previous finance institutions, 
primarily the governmental institutions, underwent rearrangement plus the system became new ones such as commercial banks, 
investment companies, macrofinancial organisations, non-state pension funds and others. 
One of the key financial institutions of the governmental finance system is the pension funds. Historically, the Russian pension 
system was controlled by the government. In December 1990, the Pension Fund of Russia was established, which is obligated to 
insure pensions of individuals. In 1992, the Edict of the President of the Russian Federation “On Non-State Pension Funds” initiated 
the process of their buildup, which started in 1993. Near 20 years have elapsed, the non-state pension funds did not take any relevant 
place within the Russian financial system regardless numerous reforms in the retirement insurance system. 
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1. Introduction 
The non-state pension funds appear to lead the financial and the retirement insurance systems of many countries 
and function as both the social and investment institutions. Their social function is major one in those countries, where 
the state retirement insurance is not available or its role too low. The investment function may be important for all 
countries as the non-state pension funds are able to accumulate considerable financial resources and ensure investment 
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activity in the country. In the Russian Federation, the non-state pension funds contribute less now both to the entire 
financial system and the retirement insurance system. 
Their contribution should increase with development and reforming of the RF pension system. Studies devoted to 
the development of this essential financial institution are therefore becoming urgent in Russia as well. The urgency of 
this matter in the age of globalization is described in many OECD publications and studies (2014); Sabitova, Jourkina 
(2014); Shevchuk (2014). 
Studying the social role of the non-state pension funds is described by Bikker, Broeders, Hollanders, Ponds (2012); 
Fehr, Kallweit, Kindermann (2013); Goecke (2013) and others. 
Many economists refer to the investment function of the non-state pension funds, among them are: Broeders, Chen 
(2013); Crossley, Jametti (2013);  Ptashchenko, Topol (2014); Solov’ev (2012). 
2. The current situation of private pension funds 
The statistics on the number of non-state pension funds and the number of persons insured there indicate the 
development of such key financial institution as the Russian non-state pension funds. 
In 1993–1994, near 350 organisations of non-state pension funds were established upon adoption of the Edict of 
the President of the Russian Federation “On Non-State Pension Funds”. However, their number decreased afterwards. 
According to Rosstat data of Table 1, the number of private pension funds lowered more than twofold from 200 
through 2014. Alongside with that, the participants of non-state pension funds increased near two times for the 
reviewed period, while the number and specific weight of retired persons grew more than fivefold. 
Table 1: Key figures of Russian pension coverage in 2000-2014 
Reference 2000 2007 2008 2009 2010 2011 2012 2013 2014 
Number of non-state pension funds 262 252 235 165 151 146 134 120 120 
Number of participants, million heads 3.4 6.7 6.7 6.7 6.6 6.6 6.8 6.7 6.3 
Number of non-state pension recipients,          
- total, million heads 0.28 1.02 1.13 1.27 1.36 1.47 1.54 1.55 1.56 
- % of total number of retired persons registered in the system of Pension
Fund of Russia 0.7 2.7 2.9 3.3 3.4 3.7 3.8 3.8 3.8 
Source: Federal State Statistics Service (2015). 
 
Statistical data for the Ukraine may be taken for comparative analysis. The trend is different here. According to the 
data provided by the National Committee, which accomplishes governmental regulation of financial services, the 
number of non-state pension funds grew over a period of 2005-2009, while it dropped in the subsequent years. As for 
the number of persons insured, unlike the Russian Federation, it increased near tenfold. Over the reviewed period, the 
number of non-state pension recipients and their specific weight has grown much. However, the specific weight of 
retired persons who receive non-state pensions is much lower than in Russia (3.8% in Russia versus 0.52% in the 
Ukraine) (Table 2). 
Table 2: Key figures of Ukrainian pension coverage in 2000-2014 
Reference 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 
Number of non-state pension funds 54 79 96 109 110 101 96 94 81 76 
Number of participants, thousand heads 88.4 193.3 278.7 482.5 497.1 569.2 594.6 584.8 840.6 832.5 
Number of non-state pension recipients, thousand heads - 3.9 5.5 10.9 28.1 47.8 63.1 66.2 69 71.1 
- % of total number of retired persons registered n/a 0.027 n/a n/a n/a 0.36 0.46 0.48 0.5 0.52 
Source: NFP (2015). 
 
The population figures cannot, however, refer to the size and efficiency of these financial institutions. The 
contribution of private pension funds may be judged by accumulated monetary assets. According to the Bank of Russia 
data as of 1 September 2014, the total amount of pension accruals accumulated in the non-state pension funds reached 
1.12 trillion Rubles at book value, while they were 986 billion Rubles a year before. In addition, 37.49 billion Rubles 
are in the trust management of the non-governmental management companies, which is 2% of the assets allocated by 
the Pension Fund of Russia to management companies. 
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3. The Main Findings 
To determine how effective the pension funds are, studies should be run to assess the assets and define which 
approach is used for return on investment. Table 3 provides data on asset assessment employed by pension funds of 
different countries. 
 
Table. 3. Methods of asset assessment of pension funds of different countries 
Countries Method 
Australia Market value 
Argentina Market value, excluding some public bonds at book value 
Bolivia Market value 
Brazil Market value, excluding some bonds at book value 
United Kingdom Market value 
Hungary Market value 
Hong Kong Market value 
Greece Market value, excluding collective investment fund securities or inactive financial instruments at average transaction value 
Kazakhstan Market value 
Canada Market value 
Columbia Market value, excluding some variable yield on securities (shares), which are assessed by liquidity index within the day ofvalidation 
Costa Rica Market value on instruments, for which the market value assessment is bound, excluding instruments with a maturity periodof less than 180 days 
Mexico Market value. However, some securities are reference ones due to practical constraints (e.g. market liquidity) 
Netherlands Market value 
Peru Market value 
Poland Market value 
Salvador Market value 
USA Market value 
Uruguay Market value 
Chile Market value 
Sweden Market value 
Estonia Market value, except for cash assets and deposits in the deposit-taking institutions, which are assessed at their balance sheetvalue 
Japan Market value 
Source: OECD (2014).  
 
Most of the countries listed in Table 3 use market value based asset assessment methods. Each Latin America 
country employ compulsory guidelines for assessment of pension fund assets. However, they primarily base on market 
prices. The Central and East European countries also use market value based assessment of pension fund assets, except 
for Czech Republic and Estonia, which have their own assessment criteria. 
Moreover, the approach to assess return on investment varies in different countries. Guidelines that determine 
methods for calculation of personal pension income are different in the Latin America, Central and East European 
countries. A supervisory body sets them up as an official calculation method to control the assets management. The 
calculation methods are important in those countries, which regulate the investment portfolio through minimum or 
relative guaranties of rates of profit. In the West European, North American and Asia-Pacific Region countries, the 
total revenue calculation criteria are specified in the investment policy as approved by the pension fund asset manager. 
The other difference in pension fund benefit calculation lies in that most of Latin America countries consider the 
total amount of the profit earned by pension funds, while most of the European counties collect data on net yield of 
the funds. 
As the countries differ in assessment structure and methods, legislative control of pension systems and, above all, 
considering different investment efficiency and other features of their pension systems, it is less informative to 
compare investment activities of pension funds using the benefit data only. 
For comparative analysis of contribution of autonomous pension funds, the global financial statistics use financial 
assets of GPD in per cents (Table 4). 
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Table. 4. Financial assets of autonomous pension funds, as a percentage of GPD 
Per cent 
Countries 2006 2010 2011 2012 2013 Countries 2006 2010 2011 2012 2013 
Australia 86.4 85.9 81.8 92.3 - Mexico 7 10.4 - 14.1 14.8 
Austria 4.6 5.1 4.8 5.2 - Netherlands 120.5 119.2 125.7 146.7 149.3 
Belgium 3.8 3.8 3.5 3.5 - Norway 6.9 8 7.5 7.8 8.2 
Canada 61.8 62.7 61.8 65.4 70.1 Poland 11 15.6 14.7 17 18.2 
Chile 57.5 62.6 58 59.8 62.2 Portugal 11.9 10.4 8.4 8.1 8.3 
CzechRepublic 3.9 5.7 6 6.6 - Russian Federation 1.9 1.9 2.1 2.5 3.3 
Denmark 48.5 71.5 75.4 75.5 69.2 Slovak Republic 1.7 7.7 8.2 - - 
Finland 3 2.2 2.9 1.7 - Slovenia 3.8 5.5 6 5.7 5.8 
Germany 11 13.7 14 14.6 - Spain 9.9 9.8 9.8 10.4 11.1 
Hungary 9.7 15.1 4 4.1 4.1 Sweden 13.6 15.2 15 17.4 20.8 
Iceland 124.2 117 123 134.5 141.7 Switzerland 98.1 92.5 91.6 97.2 103.2 
Israel 29.7 35.7 35 37.2 - Turkey 0.5 0.7 0.7 0.7 - 
Italy 1.2 1.9 1.9 2.1 - United Kingdom 77 81 87 95 - 
Japan 25.4 23.7 24.4 26.3 - United States 87.9 97.2 96.1 97.3 100.7 Luxembourg 1.1 2.3 2.3 2.5 2.7 
Source: OECD (2014). 
As is seen in Table 4, the Russian Federation shows very low specific weight of financial assets of GPD (2-3%). 
The other significant measure that characterises contribution of institutional investors to the financial market of a 
country may be investment structure. The results of the analysis are given in Table 5. 
Table 5: The structure of investments of pension funds 
Per cent 
Country Shares Bills and bonds Cash, deposits Other Country Shares Bills and bonds Cash, deposits Other 
Australia 50 7 18 25 Korea 0 9 56 35 
Austria 36 58 2 4 Luxembourg 22 68 6 4 
Belgium 42 35 6 17 Mexico 25 73 2 0 
Canada 35 25 4 36 Netherlands 39 38 3 20 
Chile 45 52 1 2 Norway 37 57 2 4 
CzechRepublic 1 85 10 4 Slovak Republic 4 69 25 2 
Denmark 17 63 2 18 Poland 43 49 5 3 
Estonia 36 12 20 0 Portugal 20 49 15 16 
Finland 41 26 3 30 Slovenia 3 80 12 5 
Germany 7 48 5 40 Spain 14 62 12 12 
Greece 8 64 25 3 Sweden 17 74 4 5 
Hungary 10 80 6 4 Switzerland 30 29 6 35 
Iceland 24 48 8 20 Turkey 16 67 0 17 
Israel 10 71 4 15 United Kingdom 26 14 2 58 Italy 19 7 4 70 
Japan 14 25 5 56 United States 50 20 2 28 
Source: OECD (2014). 
Table 5 shows that shares, bills and bonds, cash and deposits significantly differ country by country. In some 
countries, for instance, Denmark, Turkey, Hungary, the pension funds hold most of their portfolio in bills and bonds, 
while the other countries prefer to allocate the assets in cash and deposits. Share investments also vary from 1% to50% 
depending on the country. This difference in asset allocation may be explained by the fund liability structure. Such 
factors as the age of participants, history, own preferences or expected position on the capital market may also have 
an effect on asset allocation. However, most of the countries (19) invest much in the assets with fixed yield – bills and 
bonds (48-85%); investments in other assets (35-70%) and shares (36-50%) prevail in other two groups of countries 
(6 countries each). 
The structure of investments of pension funds is depicted in Figure 1. 
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Fig. 1. The structure of investments of pension funds in Russia in 2011-2013, % 
Source: Bank of Russia (2015). 
In 2011-2013, the Russian non-state pension funds significantly invested in bank system and other financial 
institutions (near 60%), while investments in non-financial corporations reduced from 40% to 22%. The point to be 
emphasized is that the current institutional investors should play a key role in development of domestic market of 
regional and municipal bonds included into the list of acceptable instruments of pension accruals investment. 
Traditionally, in the high investment risk environment the investors follow conservative strategies increasing the 
allocation of bonds and assets on bank accounts and deposits. 
The necessity to establish an efficient institution of voluntary pension coverage in Russia is obvious, but the time 
will show what way the non-state pension fund system goes. The development trends of private pension funds, their 
low popularity need corrections from the side of the state. Reforming the non-state pension fund system is required 
for long-term balance and financial stability of the pension system. 
4. Conclusions 
Studying the development of non-state pension funds in the retirement insurance system of the Russian Federation 
reveals that: 
First, the Russian non-state pension funds don not offer yet competition to the state pension insurance system. Only 
3.8% of the total number of retired persons registered in the system of Pension Fund of Russia is insured in the non-
state pension insurance system. Despite reduction in the number of non-state pension funds, the population of retired 
persons insured in these funds and pension recipients who receive pensions from non-state pension funds grows 
however. 
Second, the pension funds should function for a long time, while the majority of measures taken by the Russian 
government to reform the pension system are short-term (three pension reforms since 1991 till present). The frequency 
of pension reforms may have an effect on relatively underdeveloped non-state retirement insurance system. 
Third, the existing Russian statistical indicator system is not sufficient to determine the weight of each financial 
institution for national economy, including the contribution of each of them to GDP, financial effect and profitability. 
The analysis of individual financial institutions and their development scenarios requires records for each financial 
institution such as non-state pension funds, insurance undertaking, banking sector and others. 
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Fourth, the efficiency analysis of Russian non-state pension funds shows that the structure to allocate their assets 
is far from being optimal in terms of diversification of investment portfolio as the dominant portion of investments is 
allocated in the banking sector in contrast to allocation of assets of foreign autonomous pension funds. This allocation 
of assets is related to the yield of the banking sector on the one hand and to underdevelopment of the Russian security 
market on the other. 
Fifth, as the data on pension fund performance in different countries are limited, it also significantly restricts the 
comparative studies to investigate development of financial institutions. Information on pension fund benefits and 
asset structure is frequently inconsistent. Therefore, international standards are required to conduct such correlations 
and asses the performance of pension funds. 
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